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It is the policy of Customs and Excise to provide service to 
the public in both official languages. 


ver the next few years, the Depart- 
ment of National Revenue, Customs 
and Excise, will be implementing major 
changes in the Customs Commercial 

System. Introduction of this system will 
represent fundamental changes in Customs 
procedures and in the classification of goods for 
tariff and statistical purposes. 


The information contained in this pamphlet has 
been divided into three parts. 


@ Part | answers questions concerning the gen- 
eral impact of the new Customs procedures on 
the day-to-day business of importers and 
customs brokers. It will familiarize you with the 
changes to be made in procedures from the 
time the cargo control document is presented to 
the time an assessment, adjustment or verifica- 
tion is made. 


@ Part ll answers questions about the Harmo- 
nized Commodity Description and Coding 
System (Harmonized System), which is an 
international goods classification system devel- 
oped by the Customs Co-operation Council 
(CCC). It also answers questions on new export 
reporting requirements. 


Part Ill provides details on how to obtain further 
information. 


PART | 


What documentation will an importer 
be required to present to Customs to 
obtain release of goods? 


An importer or broker who is authorized 
by Customs and has a valid account/ 
security may obtain release of imported 
goods by presenting only a cargo 
control document and an unrated in- 
voice, both of which meet departmental 
requirements. Of course, any permits or 
certificates necessary for release must 
also be presented. This procedure is 
known as Release on Minimum Docu- 
mentation (RMD). 


RMD is not mandatory. Fully completed 
entries will also be accepted. 


Will the information required on the 
release documents change? 


Yes, the information requirements will 
change for both release documents 
provided with fully completed entries 
and release documents required for 
RMD. 


The information currently required on a 
cargo control document must still be 
completed. All information required on 
an invoice except the rating, e.g. the 
tariff item, rate of duty, etc., will still be 
necessary. In addition, the importer 
number and transaction number must 
be included on all the documenis. 


The importer number is the same as 
the Taxation or Customs and Excise 
number which is currently used on entry 
documents. 


The transaction number is a new 
number which will serve as the refer- 
ence number for the importer and 
broker and the release number for 
Customs. Later, the transaction number 
will be the entry number when a 
confirming entry is presented for that 
release. In most cases, the transaction 
number will be assigned by the importer 
or broker. It will be a bar-coded number, 
as illustrated below, to facilitate 


processing. 


What is the major change in entry 
preparation? 
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The major change in entry preparation 
will be the new way that goods will be 
classified for tariff and statistical pur- 
poses. Part Il of this pamphlet provides 
more information respecting the Harmo- 
nized Commodity Description and 
Coding System. 


How will the B3 entry document 
change with the new system? 


The B3 entry document has been 
reduced to 8% x 11 inches and has 
been redesigned to eliminate the need 
for separate documents for warehouse 
entries (B6). 


Some of the information available to 
Customs from other documentary 
sources will no longer need to be 
repeated on the entry form. For exam- 
ple, the cargo control number, cargo 


control quantity and invoice quantity will 
be eliminated, thus reducing time spent 
preparing coding documents. 


You will be required to use a classifica- 
tion number based on the Harmonized 
System which will replace the current 
tariff item and commodity code. You will 
also be required to use international 
codes for such information as country of 
origin, country of export and currency. 
Much of the coding will be alphabetic 
rather than alphanumeric or numeric, 
thereby increasing its readability. The 
units of measure will be metric. 


The entries will have to be identified 
with the same bar coded transaction 
number that was used at the time of 
release. This will facilitate processing of 
these documents. 


After January 1, 1988, importers and 
brokers will be required to present only 
two copies of the import entry docu- 
ment at automated offices, one for 
Customs and one for Statistics Canada. 
At non-automated offices, importers or 
brokers will be required to present three 
copies of the entry document, one of 
which will be used as a receipt. Four 
copies will be required for bonded 
warehouse entries at automated offices 
and five copies at non-automated 
Offices. 


Will Customs entry review and 
rejection procedures change? 


After January 1, 1988, the Customs 
automated system will perform all the 
calculations of duties and taxes based 
on the classification number, value for 
currency conversion, etc., from the 
entry documents presented by impor- 
ters or brokers. The system-calculated 
total of the duties and taxes will be 
compared to the total duties and taxes 
declared on the entry. If a discrepancy 
is identified, the system will generate a 
Detailed Entry Statement (DES) which 
provides all the calculations for each 
detail line of the entry. If the discrep- 
ancy is significant the DES will be 
returned to the importer or broker as a 
notification of rejection and a cor- 
rected entry will be required. If the 
discrepancy is not significant, Customs 
will make the correction and will send 
the DES to the importer or broker as a 
notification of adjustment. 


These procedures will not be followed in 
non-automated offices. 


Will Customs accept direct trans- 
mission of entry data? 


Customs is building into the new sys- 
tem the technical capability to accept 
transmission of entry data. This feature, 
called the Customs Automated Data 
Exchange System (CADEX), will be 
phased-in after January, 1988. The 
system will provide importers and 
brokers with the ability to transmit entry 
data directly to Customs and to have 
the data validated, with error messages 
being provided if the data is not 
acceptable. 


Forms B2A and B2R will be modified to 
parallel the new entry document. 


What is the major change for 
importers and brokers with respect 
to requests for reassessment? 


PART Ii 


How will the new tariff and statistical 
coding system based on the Harmo- 
nized System (HS) differ from current 
classification and statistical coding 
systems? 


Currently, Canadian importers and their 
agents who are responsible for declar- 
ing the tariff items and commodity 
codes on their Customs entry docu- 
ments must be familiar with two classi- 
fication systems: the Customs Tariff and 
the Canadian International Trade Classi- 
fication (CITC). In future, one system 
(the Harmonized System) will allow one 
number to be used for both purposes. 


With the use of a single number for 
both tariff and statistical purposes, the 
importing community will find it easier 
to classify goods, and Customs verifica- 
tion of the classification number will be 
simplified. 


Why is the HS easier to use? 


The HS is based on a fundamental 
principle — that goods are classified by 
their essential character, that is, by what 
they are and not according to their use, 
made in Canada status or any other 
such concern. 


The new nomenclature is logically struc- 
tured and divided into twenty-one 
sections. For the most part, the Har- 
monized System groups goods that are 
produced in the same sector of the 
economy. For example, animals and 
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animal products are found in one 
section and machinery and mechanical 
appliances are found in another. 


Within the twenty-one sections there are 
ninety-eight chapters. In most cases, 
these chapters are arranged according 
to levels of processing, with primary 
commodities classified in the earlier 
chapters and processed products 
treated later on. Within a chapter, 
classifications relating to articles requir- 
ing higher levels of processing are 
generally placed towards the end. For 
example, Chapter 7 covers edible vege- 
tables, first in fresh or chilled form, then 
in frozen form and, finally, in dried form. 


In addition, each chapter is divided into 
classification numbers covering all the 
products in the chapter. 


What is a classification number? 


Classification numbers have ten digits 
subdivided at various levels. Each level 
of subdivision provides greater detail 
and definition than the previous level. 


Example: 64.03 — 4 digit level 
6403.11 — 6 digit level 
6403.11.10 — 8 digit level 
6403.11.10.10 —10 digit level 
international Canadian 
level requirements 


First, let us look at the six-digit interna- 
tional level. The first four digits are the 
broadest level at which goods must be 
classified. The next two digits are 
subdivisions of the four-digit number, 
providing more detail on that number. 


The eight-digit level narrows the scope 
of the international code by subdividing 
the six-digit number. The most detailed 
and precise classification required is a 

breakdown at the ten-digit level. 


The last four digits in the 10 digit level 
reflect the Canadian requirements for 
tariff and statistical purposes. 


What is the annex? 


In many cases, the current tariff allows 
certain commodities to enter at a lower 
rate of duty than they would normally 
attract, provided certain conditions are 
met. These concessions will continue 
after the introduction of the HS. How- 
ever, aS a general rule, they will no 
longer be provided within the Tariff 
itself. 


An annex to the Canadian HS-based 
tariff has been developed which pro- 
vides a mechanism to adjust the rates 
of duty in situations as varied as the 
Chemicals and Plastics Tariff Reduction 
Order, Autopact, Civil Aircraft Agree- 


ment, end-use, Machinery Program, etc. 


The annex, which consists of four-digit 


structured codes, will change the rate of 


duty from the rate that appears in the 
actual schedules of the tariff. 


The annex will be in place when the 
Harmonized System is implemented on 
January 1, 1988. 
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Will the rates of duty change? 


When the Customs Tariff was converted 
to an HS-based tariff, every effort was 
made to avoid affecting the rates of 
duty applied to imported commodities. 
On balance, adoption of the HS will not 
increase or decrease Government reve- 
nue. However, since the conversion was 
not a one-to-one match between the 
tariff item in the current tariff and a 
classification number in the HS, some 
impact on the rates of duty for certain 
commodities is inevitable. 


When will the HS-based tariff be 
available? 


The draft tariff will be available from the 
Department of Supply and Services, 
Ottawa, Canada K1A 0S9 early in 1987. 


What material will be available to 
assist me in classifying goods 
according to the HS? 


Various tools and publications will help 
you classify goods according to the HS. 
Some of these are integral to the 
Classification system, others are com- 
plementary to the HS. 


Integral to many of the sections and 
chapters of the HS are Legal Notes 
which define the scope and limits of the 
Classification within the sections, chap- 
ters or classification numbers. Further- 
more, to ensure that products can be 
simply and clearly assigned a single 
classification number, the HS incorpo- 
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rates a set of six rules upon which the 
system is based. These rules, the 
General Interpretative Rules, provide 
a methodical approach to classifying 
goods. 


In addition, the HS is supported by 
complementary publications designed to 
help you classify goods and to ensure 
uniform interpretation of the system 
both nationally and internationally. The 
international Explanatory Notes con- 
stitute an official interpretation of the 
six-digit classification system by the 
CCC, providing, for example, lists of 
products which are included or ex- 
cluded. There will also be Canadian 
explanatory notes for certain of the 
eight-and ten-digit numbers. 


Other complementary publications in- 
clude an index which will provide an 
alphabetical listing of the goods covered 
in the HS and/or in the explanatory 
notes. The index will refer the reader to 
an appropriate classification number 
and to legal or explanatory notes. 
Another guide to classification is the 
Compendium of Classification Opin- 
ions, a report of the classification 
decisions made on controversial cases 
which were brought to the attention of 
the CCC by member countries. 


All the publications will be made avail- 
able to the public in the period preced- 
ing implementation. 


Will there be direct computer access 
to classification information? 


The Department is developing a Tech- 
nical Reference System which will 
provide the importing public with infor- 
mation on classification and valuation 
rulings, etc. As much information as 
possible will be made available to 
importers and brokers. Implementation 
of the system is expected shortly after 
January 1, 1988. 


1988 data to that of previous years? 


The summary group levels as provided 
in Statistics Canada publication number 
65-001 will continue to be available. 


As an exporter, will implementation 
of the Harmonized System affect 
me? 


After implementation of the HS, the 

current system of classifying exports will 
be replaced by a system based on the 
Harmonized System. This means that, 
at the six-digit level, the numbers used 
both for imports and exports will be 
identical. 


: Since trade data provided after Janu- 
ary 1, 1988, will be based on the HS, 
how will | be able to compare the 
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The current B13 form and the summary 
reporting program will continue to be 
used for export shipments. However, 
with the implementation of the HS on 
January 1, 1988, exporters will be 
required to pre-code their export docu- 
ments with a classification number. This 
export classification number will have 
eight digits, the first six being the same 
as the first six digits of the import 
Classification number. A full written 
description of the goods will continue to 
be required on export documents. 
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PART Ill 


How can | obtain more information? 


The Department has instituted a com- 
prehensive program to answer your 
information needs concerning the 
Customs Commercial System. Several 
mechanisms have been established by 
which you can learn about the new 
Classification system and the changes 
to Customs manual and automated 
procedures. 


The first component of this program is 
our telephone information service 
available to you at (613) 954-6300. 


The second component of the program 
is the detailed information kit which 
will be released in November 1986. The 
kit will provide a simple, step-by-step 
approach to classifying goods according 
to the Harmonized System. It will also 
detail the changes being made to our 
release and entry documents, and will 
outline the modifications being made to 
Our procedures so that you may convert 
your manual and automated systems. 
The kit will also describe the pro- 
cedures for obtaining provisional HS 
Classification rulings for the goods you 
import or export. 


In line with the Government's efforts to 
provide effective service while keeping 
costs to a minimum, the Department 
would like to direct the detailed informa- 
tion kit to those who need it most. If 
you need a kit in order to classify your 
goods or to assist you in modifying your 
systems and procedures, you may ob- 
tain it by telephoning the number given 
above or by completing and mailing the 
request card attached to the last page 
of this pamphlet. 
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In addition to the telephone service and 
the information kit, information seminars 
will be offered. Some of these seminars 
will be general, explaining how to 
classify goods according to the Harmo- 
nized System and what the changes in 
Customs procedures will be. Others will 
be specifically tailored to the needs and 
interests of specific groups, focusing on 
procedural information or even con- 
centrating on classification within cer- 
tain chapters or sections of the new 
system. These seminars will be offered, 
after October 1986, to the extent possi- 
ble, to groups or associations which 
request them. If the association to 
which you belong would benefit from a 
seminar on the Customs Commercial 
System, please have a representative 
contact us so that one can be sched- 
uled. 


Correspondence should be addressed 
to: 


Manager, Training and Public 
Information, 

Customs Commercial System 

Task Force, 

7th Floor, 

Sir Richard Scott Building, 

191 Laurier Avenue West, 

Ottawa, Ontario 

K1A OL5 


If you prefer, when ordering detailed 
information kits, you may detach this 
card and mail it to us. 
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Manager, Training and Public Information, 
Customs Commercial System Task Force, 
7th Floor, 

Sir Richard Scott Building, 

191 Laurier Avenue West, 

Ottawa, Ontario 

K1A OL5 
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Demande de trousse d’information 


Veuillez envoyer ___ trousse(s) d’information a l’adresse suivante: 


Nom 
Entreprise 
Adresse 
Ville, province, code postal 


Indicatif regional, Numéro de télephone 
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